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DEPARTMENT  OF  EDUCATION 

34  CFR  Parts  668  and  682 

Student  Assistance  General  Provisions 
and  Guaranteed  Student  Loan  and 
PLUS  Programs 

AGENCY:  Department  of  Education. 
ACTION:  Notice  of  proposed  rulemaking. 

summary:  The  Secretary  proposes  to 
amend  the  Student  Assistance  General 
Provisions  regulations  (34  CFR  Part  668] 
and  the  regulations  for  the  Guaranteed 
Student  Loan  (GSL)  and  PLUS  programs 
(34  CFR  Part  682)  and  to  clarify  that 
certain  regulations  in  Part  682  apply  to 
the  Supplemental  Loans  for  Students 
(SLS)  ^ogram.  The  proposed 
regulations  are  needed  to  prevent  an 
excessive  number  of  loan  defaults.  They 
would  implement  the  Secretary’s  default 
reduction  initiative. 

Note. — Pub.  L 100-297,  enacted  April  28, 
1988,  has  renamed  the  Guaranteed  Student 
Loan  (GSL)  Program,  the  Stafford  Loan 
Program,  lliis  dhange  will  be  reflected  in  a 
later  document. 

DATES:  Comments  must  be  received  on 
or  before  November  15, 1988. 

ADDRESSES:  Comments  should  be 
addressed  to  Pamela  A.  Moran,  Chief, 
Policy  Section,  Guaranteed  Student 
Loan  Branch,  Division  of  Policy  and 
Program  Development,  U.S.  Department 
of  l^ucation,  400  Maryland  Avenue  SW. 
(Room  4310,  ROB-3],  Washington,  DC 
20202. 

A  copy  of  any  comments  that  concern 
information  collection  requirements 
should  also  be  sent  to  the  Office  of 
Management  and  Budget  at  the  address 
listed  in  the  Paperwork  Reduction  Act 
section  of  this  Preamble. 

FOR  FURTHER  INFORMATION  CONTACT: 

Pat  Newcombe  or  Pamela  A.  Moran, 
Telephone  Number  (202]  732-4242. 
SUPPLEMENTARY  INFORMATION: 
Background 

On  November  4, 1987,  the  Secretary 
announced  a  new  policy  initiative 
designed  to  reduce  defaults  in  the  GSL 
and  SLS  Programs  by  strengthening 
administrative  sanctions  available  to 
the  Secretary  against  postsecondary 
institutions  with  excessive  default  rates, 
requiring  that  institutions  provide 
enhanced  counseling  and  consumer 
information  to  students,  and  requiring 
that  institutions  employ  a  pro  rata 
refund  calculation  for  students  who 
withdraw  from  an  institution.  The 
proposed  regulations  would  modify  the 
existing  Student  Assistance  General 
Provisions  and  GSL  and  PLUS  Program 
regulations  to  implement  this  policy 
initiative. 


The  costs  for  GSL  defaults  have  been 
projected  to  total  $1.6  billion  in  Fiscal 
Year  (FY]  1988,  representing  a  200 
percent  increase  over  the  last  five  years 
and  an  estimated  44  percent  of  the 
Department’s  FY  1988  expenditures  for 
the  GSL  Program.  An  analysis  recently 
conducted  for  the  Department  has 
substantiated  the  magnitude  of  the  GSL 
default  problem  as  it  relates  to 
participating  postsecondary  institutions. 
The  analysis  shows  that,  for  some  500 
institutions,  over  50  percent  of  GSL 
borrowers  who  entered  repayment 
during  FY  1985  defaulted  during  FY  1985 
or  FY  1986.  Other  institutions  show  very 
low  default  rates  of  former  students  for 
this  period,  suggesting  that  there  is  much 
that  high-default  institutions  can  do  to 
improve  the  default  performance  of  their 
students. 

Regulatory  Changes 

These  proposed  regulations  would 
employ  the  concept  of  a  “fiscal  year 
default  rate"  in  determining  which 
institutions  would  be  subject  to  actions 
to  limit,  suspend,  or  terminate  their 
eligibility  to  participate  in  the  student 
financial  assistance  programs 
authorized  by  Title  IV  of  the  Higher 
Education  Act  of  1065,  as  amended 
(HEA).  This  rate  would  be  calculated  as 
the  percentage  of  an  institution’s  current 
and  former  students  who  enter  the 
repayment  period  in  a  given  Federal 
fiscal  year  (October  1  through 
September  30)  on  GSL  or  SI^  loans 
received  for  attendance  at  that 
institution  that  defeult  before  the  end  of 
the  following  Federal  fiscal  year. 

PART  668— STUDENT  ASSISTANCE 
GENERAL  PROVISIONS 

Section  868.15  Additional  factors  for 
evaluating  administrative  capability 

The  Secretary  {Moposes  to  amend 
current  §  668.15  to  establish  a  fiscal  year 
default  rate  in  excess  of  20  percent  in 
the  GSL  and  SLS  programs  at  an 
institution  (1]  as  an  additional  indicator 
of  the  institution’s  inability  to 
administer  properly  the  Title  IV  student 
assistance  programs,  and  (2]  as  a  basis 
for  the  Secretary  to  commence  a 
proceeding  to  limit,  suspend,  or 
terminate  the  institution’s  eligibility  to 
participate  in  the  Title  IV  student 
assistance  programs. 

Section  487(c](l](B],of  the  HEA 
authorizes  the  Secretary  to  prescribe 
reasonable  standards  of  appropriate 
institutional  capability  for  the 
administration  of  the  GSL  and  SLS 
Programs.  Existing  regulations  treat  an 
institution’s  cumulative  default  rate  as  a 
factor  for  evaluating  an  institution’s 
administrative  capability,  but  place  the 
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burden  on  the  Secretary  to  show  that 
the  institution  has  failed  to  take 
reasonable  steps  to  reduce  defaults  in 
order  to  justify  termination  of  the 
institution’s  Title  IV  eligibility.  These 
proposed  regulations  would  shift  the 
burden  to  the  institution  to  show  that  its 
excessive  default  rate  is  due  to  factors 
beyond  its  control,  and  would  use  fiscal 
year  default  rates,  rather  than 
cumulative  rates,  in  analyzing  an 
institution’s  administrative  capability. 

This  proposed  change  and  the 
associated  changes  that  the  Secretary 
proposes  to  make  to  §  668.90  of  these 
regulations  would  create  a  process  that 
would  work  as  follows: 

1.  If  an  institution  has  a  fiscal  year 
default  rate  of  greater  than  20  percent, 
the  Department  would  consider  whether 
to  conunence  a  limitation,  suspension,  or 
termination  proceeding.  In  doing  so,  the 
Department  would  take  into 
consideration  any  evidence  the 
irutitution  presented  to  the  Department 
(including  any  evidence  submitted 
pursuant  to  section  668.15(b](2],  if 
requested  by  the  Department  or 
otherwise  submitted  by  the  school].  The 
Department  would  determine  whether 
limitation,  suspension,  termination,  or 
other  action  was  necessary. 

2.  If  the  Department  proposed  to  limit, 
suspend,  or  terminate  &e  participation 
of  an  institution  in  the  GSL  program,  the 
institution  would  be  entitled  to  a  hearing 
before  an  administrative  law  judge  (ALJ] 
under  S  668.90  of  these  regulations.  The 
ALJ  would  be  required  to  adopt  the 
Department’s  proposed  sanction  against 
the  institution  unless  the  institution 
submitted  the  information  described  in 

§  666.15(b](2]  and  demonstrated  that  the 
excessively  high  default  rate  was  due  to 
factors  beyond  its  control  (such  as  a 
precipitous  and  unforeseeable  increase 
in  unemployment  in  the  field  in  which  a 
school  prepares  its  students  to  work]. 

Hie  Secretary  believes  that  this 
approach  strikes  an  appropriate  balance 
between  preserving  the  integrity  of  the 
GSL  program  and  ensuring  that 
institutions  are  not  excluded  from  the 
GSL  program  because  of  circumstances 
beyond  their  control. 

Hie  Secretary  emphasizes,  however, 
that  the  Department  does  not  consider 
the  composition  of  the  student  body 
admitted  by  an  institution  to  be  an 
acceptable  explanation  for  a  high 
default  rate.  An  institution  should  not 
admit  a  student  who  lacks  the  ability  to 
benefit  from  the  training  offered.  The 
Secretary  believes  that  institutions  that 
abide  by  this  principle  and  provide  a 
high  quality  education  will  provide  their 
students  with  skills  that  enable  them  to 
repay  their  loans.  Indeed,  there  are 
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many  schools  that  enroll  a  large 
proportion  of  disadvantaged  students 
while  maintaining  a  low  default  rate. 

The  Secretary  particularly  invites 
comment  on  circumstances  that  should 
be  included  or  ruled  out  as  examples  of 
factors  beyond  a  school’s  control  that 
would  permit  a  school  to  avoid  the 
imposition  of  sanctions  for  a  high 
default  rate. 

The  Secretary  wishes  to  maximize  the 
participation  of  guarantee  agencies  in 
this  process.  Accordingly,  proposed 
§  668.15(b)(3)  would  provide  that  the 
Secretary  may  require  the  institution  to 
submit  to  the  Secretary  and  one  or  more 
guarantee  agencies  materials  relating  to 
the  causes  of  default  by  its  students  and 
to  its  efforts  to  reduce  defaults.  This 
submission  could  be  required  prior  to 
the  Secretary’s  initiation  of  a 
termination  action  against  the 
institution,  or  at  any  other  time.  The 
Secretary  intends  to  use  this  mechansim 
on  a  regular  basis  as  a  means  for 
determining,  in  consultation  with 
guarantee  agencies  as  appropriate, 
which  actions  should  be  taken  regarding 
particular  institutions. 

Section  668.22  Distribution  formula  for 
institutional  refunds  and  for  repayment 
of  disbursements  made  to  the  student 
for  non-institutional  costs. 

The  Secretary  proposes  to  amend  this 
section  to  conform  to  the  refund 
provisions  in  proposed  §  682.606. 

Section  668.44  Institutional  information. 

The  Secretary  proposes  to  amend 
current  §  668.44  to  require  institutions 
participating  in  the  Title  FV,  HEA 
programs  to  provide  certain  consumer 
information  to  prospective  students 
before  enrollment. 

Under  the  proposal,  an  institution  that 
provides  an  undergraduate  non¬ 
baccalaureate  program  for  a  particular 
vocational,  trade,  or  career  field  would 
be  required  to  provide  prospective 
students  with — 

(1)  Information  on  applicable  State 
licensure  or  certification  requirements; 

(2)  The  pass  rates  of  the  graduates  of 
the  program  on  any  State-required 
examination  related  to  licensure  or 
certification: 

(3)  The  program  completion  rate  of  its 
students;  and 

(4>The  job  placement  rate  of  its 
graduates. 

In  addition,  an  institution  that  makes 
a  claim  to  a  prospective  student 
regarding  the  starting  salaries  of  its 
graduates,  or  the  starting  salaries  or 
local  availability  of  jobs  in  a  field  in 
which  it  provides  training,  must  disclose 
to  the  prospective  student  detailed 
information  substantiating  that  claim. 


'The  Secretary  believes  that  an 
important  factor  in  preventing  defaults 
on  Title  IV,  HEA  loans  is  the  availability 
of  adequate  information  that  the 
prospective  student  may  use  to  evaluate 
the  quality  of  an  institution  and  its 
programs.  This  information  is  of 
particular  importance  in  undergraduate 
non-baccalaureate  trade  programs  for  a 
number  of  reasons; 

(1)  Most  of  the  programs  are  designed 
and  marketed  as  a  means  for  rapidly 
imparting  employment-related  skills  to  a 
student  without  requiring  the  student  to 
undergo  a  traditional  liberal  arts 
curric^um  with  a  more  attenuated 
connection  with  employment  in  a 
particular  field.  The  success  of  students 
in  completing  the  program,  receiving 
licensure  or  certification  by  the  State  for 
practice  in  the  particular  occupation 
involved,  and  obtaining  emplo3nnent  in 
that  occupation,  is  substantially  more 
important  to  the  decision  to  enroll  in  the 
program,  than  for  a  longer  or  more 
traditional  program. 

(2)  Many  students  in  these  programs 
are  young  and  unsophisticated,  and 
therefore  less  able  ftan  traditional 
undergraduate  and  graduate  students  to 
adequately  inform  themselves  as  to  the 
quality  of  the  program  they  are 
considering. 

(3)  Many  of  these  programs  are 
marketed  more  aggressively  than  longer, 
more  traditional  programs,  increasing 
the  risk  that  students  will  not  receive 
adequate  information  to  enable  them  to 
make  a  rational  decision  regarding 
enrollment 

The  Secretary  believes  that  the 
information  a  school  provides  to  a 
student  contemplating  enrollment  in 
such  a  program  must  include  accurate 
and  meaningful  information  on  the 
school’s  performance  in  retaining  and 
graduating  its  students,  and  in  preparing 
them  for  employment  To  ensure  that 
this  information  is  provided  in  a  form 
that  can  be  readily  understood  by 
unsophisticated  students,  the  proposed 
regulations  would  prescribe  an  easy-to- 
read  format  for  schools  to  use  to  present 
this  information. 

'The  proposed  regulations  would 
revise  current  §  668.23  to  require  a 
school  to  retain  on  file  information 
substantiating  the  accuracy  of  all 
disclosures  made  to  prospective 
students  under  §  668.44. 

Section  668. 72  Nature  of  educational 
program. 

The  Secretarj’  proposes  to  revise  this 
section  to  conform  to  the  changes  in 
proposed  §  668.44.  The  proposed 
changes  in  this  section  provide  that 
false,  erroneous,  or  misleading 
information  provided  under  proposed 


§  668.44  would  constitute 
misrepresentation. 

Section  668.90  Initial  and  final 
decisions — appeals. 

As  noted  above,  existing  regulations 
treat  a  school’s  cumulative  default  rate 
as  a  factor  for  evaluating  a  school’s 
administrative  capability,  but  place  the 
burden  on  the  Secretary  to  show  that 
the  school  has  failed  to  take  reasonable 
steps  to  reduce  defaults  in  order  to 
justify  termination  of  the  school’s  Title 
IV  eligibility.  The  proposed  regulations 
would  shift  that  burden  to  the  school 
and  would  use  fiscal  year  default  rates 
rather  than  cumulative  rates  in 
analyzing  a  school’s  administrative 
capability. 

To  avoid  limitation,  suspension,  or 
termination,  whichever  is  proposed  by 
the  Department,  an  institution  with  a 
fiscal  year  default  rate  of  over  20 
percent  would  be  required  to 
demonstrate  that  its  excessive  default 
rate  is  due  to  factors  beyond  its  control. 

In  cases  where  termination  of  a 
school’s  eligibility  is  appropriate,  the 
Secretary  believes  that  the  termination 
should  extend  to  all  the  Title  IV 
programs  in  which  the  school 
participates,  in  order  to  protect  the 
Federal  financial  interest.  The  proposed 
regulation  would  also  indicate,  however, 
that  the  Secretary  might  impose  a  lesser 
sanction,  such  as  limitation  or 
suspension,  in  an  appropriate  case. 

Hie  Secretary  is  including  a  list  of 
measures  that  a  school  may  elect  to 
adopt  if  it  wishes  to  reduce  its  default 
rate  and  avoid  the  risk  of  a  limitation, 
suspension,  or  termination  proceeding. 
These  measures  are  listed  in  Appendix 
D  to  Part  668. 

PART  682— GUARANTEED  STUDENT 
LOAN  AND  PLUS  PROGRAMS 

Section  682.104  Applicability  of 
regulations  to  the  Supplemental  Loans 
for  Students  Program. 

'This  proposed  new  section  would 
codify  ED’S  current  position  that  existing 
regulations  governing  PLUS  loans  made 
to  students  also  governs  SLS  loans. 

Section  682.410  Fiscal,  administrative, 
and  enforcement  requirements. 

The  Secretary  is  proposing  to  amend 
current  §  682.410(c)  governing  guarantee 
agency  reviews  of  participating  schools 
to  require  a  review  of  any  school  whose 
fiscal  year  default  rate  exceeds  15 
percent,  unless  the  school  is  the  subject 
of  a  termination  action  by  reason  of  its 
default  rate.  The  Secretary  believes  that 
these  reviews  would  complement 
Federal  default  reduction  efforts  by 
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identifying  schools  with  high  default 
rates  that,  although  not  at  risk  for 
termination,  may  nevertheless  be 
experiencing  problems  with  tibe 
administration  of  the  GSL  or  SLS 
programs. 

Section  0S2.4I1  Due  diligence  by 
lenders  in  the  collection  of  guarantee 
agency  loans. 

This  proposed  regulation  would 
require  a  lender  to  provide  a  school  with 
a  copy  of  each  preclaims  assistance 
request,  in  order  to  meike  the  school 
aware  that  a  former  student  may  be 
about  to  default. 

Section  682W4  Processing  the 
borrower's  loan  proceeds  and 
counseling  borrowers. 

The  Secretary  is  proposing  to  amend 
current  S  682.604  to  require  a  school  to 
conduct  an  initial  in-person  counseling 
session  at  or  before  Uie  first 
disbursement  of  the  borrower’s  loan 
proceeds.  These  sessions  would  be 
conducted  either  individually  or  with 
groups  of  students,  and  would 
supplement  information  provided  to 
borrowers  through  lenders’  disclosure 
statements.  Correspondence  schools 
would  be  exempted  from  the  in-person 
requirement  of  this  proposal. 

The  Secretary  is  aUo  proposing  to 
amend  diese  regulations  to  reflect  the 
statutory  requirement  in  section  485(b) 
of  the  (QIA  Aat  a  school  conduct  exit 
coimseling  with  a  borrower,  either 
individually  or  as  part  of  a  group,  prior 
to  the  borrower’s  completion  of  the 
course  of  shuly,  or  at  the  time  of  the 
borrower’s  withdrawal  firom  school.  If 
the  borrower  leaves  the  institution 
without  the  institution’s  knowledge,  the 
institution  would  have  to  provide  the 
borrower  with  the  required  information 
in  writing  at  the  borrower’s  last  known 
address. 

In  the  exit  counseling,  the  institution 
would  review  with  the  borrower  the 
terms  and  conditions  of  the  loan,  help 
the  borrower  to  understand  his  or  her 
rights  and  responsibilities  regarding 
repayment,  review  the  procedures  for 
filing  for  deferment,  cancellation,  or 
postponement  of  repayment,  and  review 
the  consequences  of  a  failure  to  repay 
the  loan.  These  consequences  are 
detailed  in  proposed  Appendix  D  to  Part 
668,  item  15(aK3Hii}.  Under  section 
485(b)  of  the  (SA,  the  institution  must 
also  provide  the  borrower  with  general 
information  on  the  average 
indebtedness  of  students  who  have 
obtained  GSL  or  SLS  Program  loans  for 
attendance  at  that  institution  and  the 
average  anticipated  monthly  repayment 
based  on  that  average  indebtedness, 
and  review  repayment  options  and  debt 


management  strategies  available  to  the 
borrower. 

The  Secretary  believes  that  these 
counseling  efio^  will  significantly 
increase  me  bonower’s  understaiuling 
of  the  terms  and  conditions  of  the  loan, 
and  efiectively  impress  upon  the 
borrower  the  importance  of  meeting  his 
or  her  repayment  obligations,  thereby 
helping  to  reduce  defaults. 

Section  682.805  Determining  the  date 
of  a  student's  wiAdrawal. 

The  Secretary  proposes  to  amend 
§  682.605  to  clarify  that  the  date  of  a 
student’s  withdrawal  calculated  under 
this  section  would  only  relate  to  the 
institution’s  reports  to  lenders  and  to  the 
date  on  which  the  irutitution’s  duty  to 
pay  a  refund  arises,  not  to  the  amount  of 
the  refund  owed. 

Section  882.606  School  refund  policy. 

The  Secretary  proposes  to  amend 
current  S  682.606  regarding  an 
institution’s  refimd  policy  to  require  an 
institution  to  employ  a  pro  rata  refund 
policy  for  a  student  receiving  or 
benefiting  from  a  GSL,  SLS  or  PLUS 
program  loan  wdio  withdraws  prior  to 
completion  of  the  academic  period  for 
which  the  loan  is  made.  Under  this 
policy,  an  institution  would  retain  the 
percentage  of  loan  hinds  equal  to  the 
portion  of  die  student’s  program  actually 
completed  by  the  student  prior  to  the 
student’s  withdrawal,  plus  a  reasonable 
administrative  fee  not  to  exceed  the 
lesser  of  5  percent  of  the  total  fee  paid 
or  $100,  to  help  defray  overhead 
expenses.  The  iwoposed  regulations  also 
address  the  treatment  in  the  refund 
calculation  of  equipment  provided  by 
the  school  as  part  of  a  student’s  program 
materials. 

The  Secretaiy  believes  that  a  refund 
policy  under  which  an  institution  does 
not  refund  a  reasonable  portion  of  the 
student’s  loan  upon  withdrawal 
contributes  significantly  to  the  incidence 
of  student  loan  defaults.  Current 
S  682.606  requires  an  institution  to 
develop  a  fair  and  equitable  refund 
policy  that  conforms  to  applicable  State 
law  and  any  standards  established  by 
the  institution’s  nationally  recognized 
accrediting  agency  or  in  fte  ab^nce  of 
such  standard  the  specific  refund 
policy  standards  outlined  in  current 
Appendix  A  of  this  part.  In  many 
instances,  under  policies  that  comply 
with  these  standards,  students  who 
leave  school  shortly  after  enrolling  are 
refuned  very  litde,  if  any,  of  the  loan 
amount  originally  intended  to  cover 
most  or  all  of  the  academic  term  for 
which  they  enrolled.  These  policies 
often  cause  resentment  by  students,  who 
may  believe  they  should  not  be 


responsible  for  repaying  loans  for  which 
they  ^ve  not  received  substantial 
educational  services.  Further,  a  refund 
policy  that  allows  an  institution  to  keep 
windfalls  fnmi  students  who  do  not 
graduate  enoontages  the  institution  to 
enroll  students  lacking  die  ability  to 
benefit  from  the  training  ofiered,  and 
provides  a  financial  disincentive  for  an 
institution  to  take  steps  to  improve  the 
educational  outcomes  fm*  its  students. 

All  of  these  unfortunate  results  increase 
defaults. 

Section  682S07  Payment  of  a  refund  to 
a  lender. 

The  Secretary  proposes  to  revise 
current  $  682.607  to  require  that  an 
institution  pay  the  lender  a  refund  no 
later  than  30  days  after  the  earlier  of  (1) 
the  date  the  student  vddidraws,  (2)  the 
end  of  the  semester  in  which  the  student 
left  school,  or  (3)  the  end  of  the  loan 
period. 

Section  682.610  Records,  reports,  and 
inspection  requirements  for 
participating  schools. 

The  proposed  regulations  would  add  a 
new  para^aph  to  this  section  requiring 
an  institution  promptly  to  jHovide  a 
lender  or  guarantee  agency,  upon 
request,  with  any  information  it  has 
regarding  the  last  known  address, 
employer,  or  employer’s  address  of 
current  or  former  borrowers. 

Executive  Order  12291 

The  proposed  regulations  have  been 
reviewed  in  acoord^ce  with  Executive 
Order  12291.  They  are  classified  as  non¬ 
major  because  they  do  not  meet  the 
criteria  for  major  regulations  established 
in  the  order. 

Regulatory  Flexibittty  Act  Cerfification 

The  Secretary  certifies  that  these 
proposed  regulations  will  not  have  a 
significant  economic  impact  on  a 
substantial  number  of  small  entities. 

Certain  reporting,  recordkeeping,  and 
compliance  requirements  are  imposed 
on  guarantee  agencies,  lenders,  and 
schools  by  the  regulations.  As  with 
current  regulations,  these  proposed 
regulations  would  permit  termination  of 
institutions  incapable  of  proper  program 
administration,  in  order  to  protect  the 
Federal  interest 

Paperwork  Reduction  Act  of  1980 

Sections  e6aiS,  668J23. 66a44,  668.90, 
682.604, 682.606,  and  662.610  contain 
information  ccdlection  requirements.  As 
required  by  the  Paperwork  Reduction 
Act  of  1960,  the  Department  of 
Education  %vill  submit  a  copy  of  these 
proposed  regulations  to  the  Office  of 
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Management  and  Budget  (OMB)  for  its 
review.  (44  U5.C  3504j[h]) 

Organizations  and  individuals 
desiring  to  submit  comments  on  the 
information  collection  requirements 
should  direct  tirem  to  the  Office  of 
Information  and  Regulatory  Affairs, 
OMB,  Room  3002,  New  Executive  Office 
Building,  Washington,  DC  20503; 
Attention:  |ames  D.  Houser. 

Invitation  to  Coounent 

Interested  persons  are  invited  to 
submit  comments  and  recommendations 
regarding  these  proposed  regulations. 
Tlie  Secretary  especially  invites 
comments  on  how  |ob  placement  would 
be  defined  under  §  668.44,  and  how  the 
site  visits  that  would  be  required  to  be 
performed  by  guarantee  agencies  under 
§  668.41  might  be  distributed  to 
maximize  t^  reduction  of  the  default 
rate. 

All  comments  submitted  in  response 
to  these  proposed  regulations  will  be 
available  for  pubUc  inspection,  during 
and  after  the  comment  period,  in  ROB-3, 
Room  4310,  7th  and  D  Streets  SW., 
Washington,  DC,  between  the  hours  of 
8:30  am.  and  4:00  p.m.,  Monday  through 
Friday  of  each  week  except  Federal 
holidays. 

To  assist  die  Department  in  complying 
with  the  specific  requirements  of 
Executive  Order  12291  and  the 
Paperwork  Reduction  Act  of  1980  and 
their  overall  requirement  of  reducing 
regulatory  burden,  the  Secretary  invites 
comment  on  whether  there  may  be 
further  opportunities  to  reduce  any 
regulatory  burdens  found  in  these 
proposed  regulations. 

ASsessneot  of  Erhicational  Impact 

The  Secretary  particularly  requests 
comments  on  whether  the  proposed 
regulations  in  this  document  would 
require  transmission  of  information  that 
is  being  gathered  by  or  is  available  firom 
any  other  agency  or  authority  of  the 
United  States. 

List  of  Subfects 
34  CFR  Part  668 

Administrative  practice  and 
procedure.  Colleges  and  universities. 
Consumer  protection.  Education,  Grant 
programs — education.  Loan  programs — 
education.  Reporting  and  recordkeeping 
requirements.  Student  aid. 

34  CFR  Part  682 

Administrative  practice  and 
procedure.  Colleges  and  univesities. 
Education,  Loan  Programs — education. 
Reporting  and  recordkeeping 
requirements.  Student  aid.  Vocational 
education. 


(Catalog  of  Federal  Domestic  Assistance 
Number  64,032,  Guaranteed  Student  Program 
and  PLUS  Program) 

Dated:  September  12, 1988. 

William ).  Be—elt, 

Secretary  of  Education. 

The  Secretary  proposes  to  amend  Part 
668  and  Part  682  of  Title  34  of  the  Code 
of  Federal  Regulations  as  follows: 

PART  e68-STUDENT  ASSISTANCE 
GENERAL  PROVtSKNUS 

1.  The  authority  citation  for  Part  668 
continues  to  read  as  follows: 

Authority:  20  U.S.C  1065, 1088, 1091, 1092. 
1094,  and  1141,  unless  otherwise  noted. 

2.  Section  668.15  is  revised  to  read  as 
follows: 

§  668.15  Addition^  factors  for  evaluating 
administrative  capability. 

(a)  The  Secretary  considers  it  an 
indication  of  an  institution’s  impaired 
capability  of  properly  administering 
Title  IV,  HEA  programs  if — 

(1)  The  fiscal  year  default  rate,  as 
defined  in  paragraph  (f)  of  this  section, 
on  loans  nuKle  under  the  GSL  and  SLS 
programs  to  students  for  attendance  at 
that  institution  exceeds  20  percent; 

(2)  The  default  rate  on  loans  made 
imder  the  Perkins  Loan  program  to 
students  for  atteiulance  at  that 
institution  exceeds  20  percent  of  the 
principal  of  all  those  loans  that  have 
reached  the  repayment  period;  or 

(3) [i)  For  an  institution  that  has  a 
common  academic  year  for  a  majority  of 
its  students,  more  than  33  percent  of  the 
regular  students  who  are  enrolled  on  the 
first  day  of  classes  of  an  academic  year 
withdraw  fiom  enrollment  at  that 
institution  during  that  academic  year;  or 

(ii)  For  an  institution  which  does  not 
have  a  common  academic  year  for  a 
majority  of  its  students,  more  than  33 
percent  of  the  regular  students  enrolled 
on  the  first  day  of  classes  of  any  eight- 
month  period  withdraw  during  that 
period. 

(b)  If  the  GSL  and  SLS  fiscal  year 
default  rate  for  an  institution  exceeds  20 
percent  for  any  fiscal  year  after  fiscal 
year  1^,  the  Secretary  may  take  one  or 
more  of  tiie  following  actions: 

(1)  Initiate  a  proceeding  under  Subpart 
G  of  this  part  to  limit,  suspend,  or 
terminate  ti»e  eligibility  of  the  institution 
to  participate  in  the  Title  IV,  HEA 
programs. 

(2)  Require  the  institution  to  submit  to 
the  Secretary  and  one  or  more  guarantee 
agencies  the  following  information  to 
help  the  Secretary  m^e  a  preliminary 
determination,  in  consultation  with  the 
guarantee  agency  or  agencies,  as  to  the 
appropriate  action  to  be  taken  by  the 
Secretary  regarding  the  institution: 


(i)  A  comprdiensive  written  analysis 
of  the  causes  of  default  by  its  students, 
for  defaults  in  the  first  two  years  of 
repayment  that  occurred  during  the 
three  most  recent  calendar  year  ending 
not  less  than  six  months  prior  to  the 
Secretary's  request,  and  the  factual 
basis  for  each  conclusion  reached  in  the 
analysis. 

(ii)  In  the  case  of  an  institution 
offering  an  undergraduate  non¬ 
baccalaureate  degree  program  designed 
to  prepare  students  for  a  particular 
vocational,  trade,  or  career  field,  and 
statistical  analysis  showing  the 
following  for  each  program: 

(A)  The  pass  rates  of  graduates  of  the 
program  in  tiie  three  preceding  calendar 
years  ending  not  less  than  six  months 
prior  to  tiie  Secretary's  request  on  any 
licensure  or  certification  examination 
required  by  the  State  in  which  the 
institution  is  located  for  employment  in 
the  particular  vocational,  trade,  or 
career  field. 

(B)  The  job  placement  rates  for 
students  who  9'aduated  from  the 
program  during  the  three  most  recent 
calendar  years  ending  not  less  than  six 
months  prior  to  the  Secretary’s  request, 
as  calculated  in  accordance  with 

§  668.44(c)(3}  of  this  part 

(C)  The  completion  rates  for  students 
in  the  program  for  the  three  most  recent 
calendar  years  ending  not  less  than  18 
months  prior  to  the  Secretary’s  request, 
as  calculated  in  accordance  with 

§  668.44(cK4]  of  this  pari,  for  all  of  the 
institution's  regular  students  in  the 
aggregate,  and  as  segregated  according 
to  the  following  categories: 

(i)  Title  rv  student  aid  recipients. 

(/;')  High  school  graduates  or  holders 
of  GED  certificates  at  the  time  of 
enrollment 

(Z/i)  Students  admitted  on  the  basis  of 
“ability  to  benefit"  as  defined  in 
§  668.7(b)  of  this  part 

(iii)  A  written  description  of  ail 
additional  steps  taken  by  the  institution 
beyond  those  otherwise  required  by 
statute,  regxdation.  or  agreement  with 
the  Secretary,  designed  to  reduce 
defaults  by  its  students  in  the  future. 

(iv)  Any  other  information  requested 
by  the  Secretary. 

(c)(1)  If  the  default  rate  for  an 
institution  under  the  Perkins  Loan 
program  exceeds  the  rate  set  forth  in 
paragraph  (aK2)  of  this  section,  or  if  the 
withdrawal  rate  at  an  institution 
exceeds  the  rate  set  forth  in  paragraph 
(a)(3)  of  this  section  for  an  academic 
year,  the  Secretary  may  require  the 
institution  to  submit  for  its  latest 
complete  fiscal  year — 

(i)  A  profit  and  loss  statement  and  a 
balance  sheet  that  are  based  on  the 
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same  accounting  procedures  used  by  the 
institution  for  financial  reporting; 

(ii)  A  financial  audit  report  of  the 
institution.  The  audit  must  have  been 
conducted  by  a  licensed  certified  public 
accountant  in  accordance  with  generally 
accepted  auditing  standards;  or 

(iii)  Other  information  required  by  the 
Secretary  to  determine  the  cause  of  the 
high  withdrawal  or  default  rate  and  the 
best  measures  for  alleviating  that 
condition. 

(2)  The  date  of  preparation  of  the 
documents  referred  to  in  paragraph 

(c)(1)  (i)  through  (iii)  of  this  section  must 
be  wi^in  12  months  of  the  date  of  the 
Secretary’s  request 

(d)  The  Secretary  may  require  that  the 
profit  and  loss  statement  and  balance 
sheet  referred  to  in  paragraph  (c)(l)(i)  of 
this  section  be  audited  and  certified  by 
a  licensed  certified  public  accountant  in 
accordance  with  generally  accepted 
auditing  standards. 

(e)  If  the  institution’s  GSL  and  SLS 
fiscal  year  default  rate,  Perkins  Loan 
program  default  rate,  or  withdrawal  rate 
exceeds  the  rates  set  forth  in  paragraphs 
(a)(1),  (a)(2),  or  (a)(3)  of  this  section 
respectively,  in  addition  to,  or  in  lieu  of, 
taking  the  actions  described  in 
paragraph  (b)  of  this  section,  or 
requiring  the  institution  to  submit  the 
documents  described  in  paragraph  (c)  of 
this  section,  the  Secretary  may  require 
the  institution,  after  notice  and 
opportunity  for  a  hearing,  to  take 
specified  reasonable  and  appropriate 
measures  to  alleviate  that  condition  as  a 
requirement  for  its  continued 
participation  in  the  Title  IV,  HEA 
programs. 

(f)  For  purposes  of  this  section  and 
§  668.90  of  this  part — (1)  “Fiscal  year 
default  rate’’  means  the  percentage  of  an 
institution’s  current  and  former  students 
who  enter  repayment  in  a  fiscal  year  on 
GSL  or  SLS  program  loans  received  for 
attendance  at  the  institution  Aat  default 
before  the  end  of  the  following  fiscal 
year.  In  the  case  of  a  student  who  has 
attended  and  borrowed  at  more  than 
one  school,  the  student  (and  his  or  her 
subsequent  repayment  or  default)  is 
attributed  to  each  school  for  attendance 
at  which  the  student  received  a  loan 
that  entered  repayment  in  the  fiscal 
year; 

(2)  “Fiscal  year"  means  the  period 
from  and  including  October  1  of  a 
calendar  year  through  and  including 
September  30  of  the  following  calendar 
year. 

(Authority:  20  U.S.C  1082, 1094) 

3.  Section  668.22  is  amended  by 
revising  paragraphs  (a)(l)(i),  (a)(2),  and 
(a)(3),  by  removing  paragraph  (c),  and 
redesignating  (d)  as  paragraph  (c),  and 


removing  the  word  “class”  fi^m 
redesignated  paragraph  (c)  to  read  as 
follows: 

§668.22  Distribution  formula  for 
institutional  refunds  and  for  repayment  of 
disbursements  made  to  the  student  for 
non-institutional  costs. 

(a)  *  *  * 

(1)  *  *  * 

(1)  The  student  officially  withdraws, 
drops  out,  or  is  expelled  fixim  the 
institution  on  or  afier  his  or  her  first  day 
of  class  of— 

(A)  A  payment  period;  or 

(B)  The  period  of  enrollment  for  which 
a  student  to  whom  or  on  whose  behalf  a 
GSL,  SLS,  or  PLUS  program  loan  was 
made  for  the  period  of  enrollment;  and 

(2)  For  purposes  of  this  section,  an 
institutional  refund  means — 

(i)  The  amount  paid  for  institutional 
charges  for  a  payment  period  by 
financial  aid  and/or  cash  payments 
minus  the  amount  retained  by  the 
institution  for  the  portion  of  Ae  payment 
period  that  the  student  was  actually 
enrolled  at  the  institution.  The  amount 
retained  by  the  institution  for  the 
student’s  actual  period  of  enrollment  is 
calculated  according  to  the  institution’s 
refund  policy;  or 

(ii)  In  the  case  of  a  student  to  whom  or 
on  whose  behalf  a  GSL,  SLS,  or  PLUS 
Program  loan  was  made  for  the  period  of 
enrollment  in  which  the  student 
officially  withdrew,  dropped  out,  or  was 
expelled  fit)m  the  institution,  the  amount 
retained  by  the  institution  for  the 
student’s  actual  period  of  enrollment 
under  34  CFR  Part  682. 

(3)  The  portion  of  the  refund  that  the 
institution  shall  return  to  Title  IV,  HEA 
program(s)  is — 

(i)  'The  lesser  of — 

(A)  The  amount  of  assistance  received 
under  the  Title  IV,  HEA  programs  other 
than  under  the  CWS  Program  for  the 
payment  period;  or 

(B) 'rhe  amount  obtained  by 
multiplying  the  institutional  refund  by 
the  following  fi-action: 

Total  amount  of  Title  IV.  HEA  program 
assistance  (exclusive  of  CWS  Program 
earnings]  awarded  for  the  payment  period 

Total  amoimt  of  assistance  (exclusive  of  all 
work  earnings)  awarded  for  the  payment 
period; 

or 

(ii)  In  the  case  of  a  refund  calculated 
under  paragraph  (a)(2)(ii]  of  this  section, 
the  lesser  of— 

(A)  The  amount  of  assistance  received 
under  the  Title  IV,  HEA  programs  other 
than  the  CWS  program  for  the  period  of 
enrollment  for  which  the  student  has 
been  charged;  or 


(B)  The  amount  obtained  by 
midtiplying  the  instituional  refund  by 
the  following  fi'action: 

Total  amount  of  Title  IV,  HEA  program 
assistance  (exclusive  of  CWS  Program 
earnings)  paid  to  the  student  for  the  period 
of  enrollment  for  which  the  student  has 
been  charged 

Total  amount  of  assistance  (exclusive  of  all 
work  earnings)  paid  to  the  student  for  the 
period  of  enrollment  for  which  the  student 
has  been  charged. 

***** 

4.  In  Section  668.23  paragraph  (f)(l)(vi) 
is  amended  by  removing  the  word 
“and”;  paragraph  (f)(l)(vii)  is  amended 
by  removing  the  period  and  adding  in  its 
place  “;  and”,  and  a  new  paragraph 
(f)(l)(viii]  is  added  to  read  as  follows: 

§  668.23  Audita,  records,  and  examination. 
***** 

(f)*  *  * 

(1)  *  *  * 

(viii)  Information  substantiating  all 
disclosures  made  to  a  prospective 
student  under  §  668.44(c)  of  this  part. 

***** 

5.  Section  668.44  is  amended  by 
revising  paragraph  (c).  and  by  adding 
new  paragraphs  (d)  and  (e),  to  read  as 
follows: 

§  668.44  Institutional  Information. 
***** 

(c)  Prior  to  a  prospective  student’s 
enrollment  or  execution  of  an 
enrollment  contract,  whichever  occurs 
earlier,  in  an  undergraduate  non¬ 
baccalaureate  degree  program  designed 
to  prepare  students  for  a  particular 
vocational,  trade,  or  career  field,  the 
institution  shall  disclose  to  the 
prospective  student — 

(1)  The  licensure  or  certification 
requirements,  if  any,  established  by  the 
State  in  which  the  institution  is  located 
for  the  particular  vocational,  trade,  or 
career  field; 

(2)  The  pass  rate  of  graduates  of  the 
program  for  the  most  recent  calendar 
year  that  ended  not  less  than  six  months 
prior  to  the  date  of  disclosure,  on  any 
licensure  or  certification  examination 
required  by  the  State  for  employment  in 
the  particular  vocational,  trade,  or 
career  field; 

(3)  The  job  placement  rate  for 
students  who  graduated  fi*om  the 
program  during  the  most  recent  calendar 
year  that  ended  not  less  than  six  months 
prior  to  the  date  of  disclosure.  In 
calculating  this  rate,  the  institution  shall 
consider  as  not  having  obtained 
employment  any  graduate  for  whom  the 
institution  does  not  possess  evidence 
showing  that  the  graduate  has  obtained 
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employment  in  the  occupation  for  which 
the  program  is  offered,  except  that  the 
institution  may  exclude  from  this 
calculation  any  graduate  who  fails  to 
indicate  witin  60  days,  in  response  to  a 
questioimaire  seeking  that  information 
sent  by  the  institution  to  the  last  known 
address  of  the  graduate,  whether  he  or 
she  has  obtained  employment  in  the 
occnpation;  and 

(4)  The  completion  rate  for  students  in 
the  program  for  die  most  recent  calendar 
year  that  ended  not  less  dian  ei^teen 
months  prior  to  the  date  of  disclosure. 
This  rate  is  calculated  by  determining 
the  percentage  of  students  enrolled  in 
the  program  who  were  originally 
scheduled,  at  the  time  of  enrollment,  to 
complete  the  program  in  that  calendar 
year  that  successfully  completed  the 
program  within  150%  of  the  amount  of 
time  normaQy  required  to  complete  the 
program.  For  purposes  of  iliis 
calculation,  a  student  is  “originally 
scheduled,  at  the  time  of  enrollment,  to 
complete  the  program"  on  the  date  when 
the  student  will  have  been  enrolled  in 
the  program  for  the  amount  of  time 
normally  required  by  a  full-time  student 
to  complete  the  program.  The  “amount 
of  time  normally  required  to  complete 
the  program”  is  the  period  of  time 
specified  for  completion  of  the  program 
in  the  institution’s  enrollment  contract, 
catalog,  or  other  materials,  or  the  period 
of  time  between  die  date  of  enrollment 
and  the  anticipated  graduation  date 
appearing  on  die  student's  loan 
application  (if  any),  whichever  is  less. 
The  “amount  of  time  normally  required 
to  complete  die  program”  must  be 
calculated  on  a  pro  rata  base  for 
students  enrolled  on  a  less  than  full-time 
basis. 

(d)(1)  With  respect  to  a  program  other 
than  an  undergraduate  non¬ 
baccalaureate  program  designed  to 
prepare  students  for  a  particular 
vocational,  trade,  or  career  field,  prior  to 
a  prospective  student’s  enrollment  or 
execution  of  an  enrollment  contract, 
whichever  is  earlier,  in  a  program  for 
which  the  institution  publicly  makes  a 
claim  as  to  the  job  placement 
experience  of  its  students  as  a  means  of 
attracting  students  to  enroll  in  the 
program,  the  institution  shall  disclose  to 
the  prospective  student^ 

(ij(A]  The  information  described  in 
paragraphs  (cKlHc)(3)  of  this  section  in 
the  case  of  a  program  designed  to 
prepare  students  for  a  particular 
vocational,  trade,  or  career  field;  or 
(B)  Other  valid  employment  statistics 
for  students  who  have  enrolled  in  the 
program,  for  any  other  program: 

(ii)  The  information  described  in 
paragraph  (c)(4)  of  this  section;  and 


(iii)  Any  other  information  necessary 
to  substantiate  the  truth  of  the  claim  as 
to  job  placement. 

(2)  If  an  institution  makes  a  claim  to  a 
prospective  student  regarding  die 
starting  salaries  of  its  graduates,  or  the 
starting  salaries  or  local  availability  of 
jobs  in  a  field,  it  must  disclose  to  tlm 
prospective  student  detailed  statistics 
and  other  information  necessary  to 
substantiate  the  truthfulness  of  that 
claim. 

(e)  The  institution  shall  make  the 
disclosure  required  under  paragraphs  (c) 
(2)  through  (4)  of  this  section  using  the 
applicable  disclosure  form  set  for^  in 
Appendix  A  to  this  part  a  copy  of  which 
must  be  signed  by  tte  student  and 
maintained  by  the  institution  in  the 
student's  file. 

(Authority:  20  UAC.  1082, 1092) 

6.  In  section  668.72,  paragraph  (j)  is 
amended  to  remove  the  word  “or", 
paragraph  (k)  is  amended  to  remove  the 
period  and  add.  in  its  place,  “;  or”,  and  a 
new  paragraph  (1)  is  added  to  read  as 
follovn: 

§  668.72  Nature  of  educatkuwl  program. 
***** 

(1)  Any  matters  required  to  be 
disclosed  to  prospective  students  under 
§  668.44  of  this  part. 

(Authority:  20  U.S.C.  1094) 

7.  Section  668.90  is  amended  by 
adding  a  new  paragraph  (a)(3)(iii),  and 
revising  the  citation  of  legal  authority  to 
read  as  follows: 

§  668.80  tnitiat  and  final  decisions— 
Appeals. 

(a)  *  *  * 

(3)  *  *  * 

(iii)  In  a  limitation,  suspension  or 
termination  proceeding  commenced  on 
the  grounds  described  in  §  668.15(b)(1) 
of  this  part,  if  the  administrative  law 
judge  finds  diat  the  institution's  GSL 
and  SLS  fiscal  year  default  rate,  as 
defined  in  $  668.1S(f)  of  this  part, 
exceeds  20  percent,  the  administrative 
law  jufi^  shall  find  that  the  sanction 
son^t  by  the  designated  Department 
official  is  warrant^,  except  that  the 
administrative  law  judge  shall  find  that 
no  sanction  is  warranted  if  the 
institution — 

(A)  Submits  the  information  described 
in  §  668.15(b)(2)  of  this  part;  and 

(B)  Demonstrates  that  its  fiscal  year 
default  rate  exceeds  20  percent  due  to 
factors  bej’ond  its  control. 
***** 

(Authority:  20  U.S.C  1062, 1094) 

8.  Part  668  is  amended  by  adding  an 
Appendix  A  to  read  as  follows: 
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^ipaadix  A — ^T^ack  Record  Disclosure 
Forms 

This  appendix  provides  ionas  for 
institutions  to  use  to  disclose  to  prospective 
students  the  infonnation  required  by  34  CF>^ 
668.44(cK2)  through  (4).  The  use  of  these 
forms  is  required  by  34  CFR  668.44(e). 

An  institutioD  shall  use  Form  1  in 
connection  with  a  program  offered  for  a 
vocational,  trade,  or  career  occupation  for 
which  there  exists  a  Slate  licensure  or 
certification  examination  required  by  6ie 
State  for  employment  in  the  occupation.  For 
all  other  programs  for  which  disclostires 
under  34  CFR  668.44(cK2)  tiumigh  (4)  are 
required,  the  institution  shall  use  Form  II. 

How  Our  Students  An  Doing 
To  help  you  make  a  good  decision  about 
whether  to  sign  up  for  (name  of  program], 
(name  of  institution)  wants  you  to  l^w  that, 
according  to  the  latest  information — 


— %,  or  —  out  of  every  100  students  in  this 
program  go  on  to  graduate; 

— %,  or  —  out  of  every  100  graduates  of  this 
program  taking  the  (name  of  test) 
administered  by  the  State  of  (name  of  State 
in  which  school  is  located]  pass  that 
examination;  and 

—  %,  or  —  out  of  every  100  graduates  of  this 
program  get  jobs  in  (name  of  occupation  or 
field  for  which  training  is  offered). 


I  have  read  and  understood  the  ^^aduation 
rate,  licensing  or  certification  examination 
pass  rate,  and  j<4)  placement  rate  infonnation 
provided  above. 

Date  - — - - - - - 

(prospective  student's  signature) 


Form  I 

How  Our  Students  Are  Doing 
To  help  you  make  a  good  decision  about 
whether  to  sign  up  for  (name  of  program), 
(name  of  institution)  wants  you  to  know  that, 
according  to  the  latest  information — 


—  %,  or  —  out  of  every  100  students  enrolled 
in  this  program  go  on  to  graduate;  and 

—  %,  or  —  out  of  every  100  graduates  of  this 
program  get  jobs  in  (name  of  occupation  or 
field  for  whi^  training  is  offered). 

I  have  read  and  understood  the  graduation 
and  job  placement  rate  information  provided 
above. 

Date  - — - - 

(prospective  student’s  signature) 


Form  II 

9.  Part  668  is  amended  by  adding  a 
new  Appendix  D  to  read  as  follows: 

Appendix  D  — ^Default  Reduction  Measures 
Hus  appendix  describes  measures  that  an 
institution  with  a  high  default  rate  under  the 
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GSL  and  SLS  programs  should  find  helpful  in 
reducing  defaults. 

To  reduce  defaults,  the  institution  should 
consider  adopting  one  or  more  of  the 
following  measures: 

1.  Withhold  academic  transcripts  of  former 
students  who  have  defaulted  on  their  Title  IV 
loans. 

2.  Revise  admission  policies  and  screening 
practices  to  ensure  that  students  enrolled  in 
the  institution,  especially  those  admitted 
under  “ability  to  benefit"  criteria  or  those  in 
need  of  substantial  remedial  work,  have  a 
reasonable  expectation  of  succeeding  in  their 
programs  of  study. 

3.  Improve  the  availability  and 
effectiveness  of  academic  counseling  and 
other  support  services  to  decrease 
withdrawal  rates,  particularly  with  respect  to 
academically  high-risk  students. 

4.  Expand  its  job  placement  program  for  its 
students  by,  for  example,  increasing  contacts 
with  local  employers,  counseling  students  in 
job  search  skills,  and  exploring  with  local 
employers  the  feasibility  of  establishing 
internship  and  cooperative  education 
programs. 

5.  In  cooperation  with  the  lender  and  in 
compliance  with  law,  including  the  Fair  Debt 
Collection  Practices  Act,  if  applicable, 
contact  a  borrower  during  the  grace  period  in 
order  to — 

(i)  Remind  the  borrower  of  the  importance 
of  the  repayment  obligation  and  of  Ae 
consequences  of  default  listed  in  item 
15(a)(3)(ii),  below,  by  means  of  telephone 
contacts  and  letters  sent  “Address  Correction 
Requested";  and 

(ii)  Update  the  institution’s  records 
regarding  the  borrower's  address,  telephone 
number,  employer,  and  employer's  address. 

6.  At  the  time  of  a  borrower's  admission  to 
the  institution,  obtain  information  from  the 
borrower  regarding  references  and  family 
members  beyond  Aose  provided  on  the  loan 
application,  to  enable  the  institution  to 
provide  the  lender  with  a  variety  of  ways  to 
locate  a  borrower  who  later  relocates  without 
notifying  the  lender. 

7.  In  consultation  with  the  cognizant 
accrediting  body,  improve  its  withdrawal 
rate,  job  placement  rate,  and  licensing 
examination  pass  rate  by  improving  its 
curricula,  facilities,  materials,  equipment 
qualifications  and  size  of  faculty,  and  other 
aspects  of  its  educational  program. 

8.  Increase  the  frequency  of  reviews  of  in¬ 
school  status  of  borrowers  to  ensure  the 
institution's  prompt  recognition  of  instances 
in  which  borrowers  withdraw  without  notice 
to  the  institution. 

9.  Improve  procedures  for  notifying  lenders 
and  guarantee  agencies  of  changes  in  student 
enrollment  status  to  provide  for  regular 
reports  to  agencies  as  fi^quently  as 
warranted,  and  to  provide  for  prompt  reports 
of  such  changes  to  lenders  as  they  occur. 

10.  In  cooperation  with  the  lender  and  in 
compliance  with  law,  including  the  Fair  Debt 
Collection  Practices  Act,  if  applicable, 
contact  each  borrower  with  respect  to  whom 
the  lender  has  requested  preclaims 
assistance  from  the  guarantee  agency  to  urge 
the  borrower  to  repay  the  loan  and  to 
emphasize  the  consequences  of  default  listed 
in  item  15(a)(3)(ii),  below,  by  means  of 


telephone  contacts  and  letters  sent  “Address 
Correction  Requested.” 

11.  Conduct  an  annual  comprehensive  self- 
evaluation  of  its  administration  of  the  Title 
IV  programs  to  identify  institutional  practices 
that  should  be  modified  to  reduce  defaults, 
and  then  implement  those  modifications. 

12.  Implement  a  compensation  structure  for 
commissioned  enrollment  representatives 
and  salesmen  under  which  a  representative 
or  salesman  earns  no  more  than  a  nominal 
conunission  for  enrolling  students  who  never 
attend  school,  and  progressively  greater 
commissions  for  students  who  remain  in 
school  for  substantial  periods. 

13.  Require  an  enrollment  representative  or 
salesman  to  explain  carefully  to  a 
prospective  student  that,  except  in  the  case  of 
a  loan  made  or  originated  by  the  institution, 
the  student's  dissatisfaction  with,  or 
nonreceipt  of,  the  educational  services  being 
offered  by  the  institution  does  not  excuse  the 
borrower  from  repayment  of  any  CSL  or  SLS 
loan  made  to  the  borrower  for  enrollment  at 
the  institution. 

14.  Delay  the  certification  of  a  borrower's 
loan  application,  so  that  the  borrower's  loan 
proceeds  are  not  received  by  the  institution, 
or  delay  the  delivery  of  any  loan  proceeds  to 
the  borrower  and  the  crediting  of  any  loan 
proceeds  to  the  borrower's  account,  until  the 
borrower  has  attended  the  institution  for  30- 
45  days  during  the  period  for  which  the  loan 
was  made,  and  require  the  borrower  to  pick 
up  at  the  institution  any  loan  proceeds 
remaining  after  deduction  of  institutional 
charges. 

15.  Conduct  the  following  counseling 
activities  in  addition  to  those  describe  in  34 
CFR  Part  682,  Subpart  F: 

(a)  As  part  of  the  initial  loan  counseling 
provided  to  a  CSL  or  SLS  borrower — 

(1)  Provide  information  to  the  borrower 
regarding,  and  through  the  use  of  a  written 
test  and  intensive  additional  counseling  for 
those  who  fail  the  test,  ensure  the  borrower's 
comprehension  of,  the  terms  and  conditions 
of  CSL  and  SLS  program  loans,  including — 

(1)  The  stated  interest  rate  on  the 
borrower's  loans; 

(ii)  The  applicable  grace  period  provided  to 
the  borrower  and  the  approximate  date  the 
first  installment  payment  will  be  due; 

(iii)  A  description  of  the  charges  imposed 
for  failure  of  the  borrower  to  pay  all  or  part 
of  an  inslallment  payment  when  due; 

(iv)  A  description  of  any  charges  that  may 
be  imposed  as  a  consequence  of  default,  such 
as  liability  for  expenses  reasonably  incurred 
in  attempts  by  the  lender  or  guarantee  agency 
to  collect  the  loan,  including  attorney’s  fees; 
and 

(v)  Hie  total  of  interest  charges  that  the 
school  estimates  the  borrower  will  pay  on  the 
loan; 

(2)  Explain  the  borrower's  rights  and 
responsibilities  in  the  CSL  and  SLS  loan 
programs  including — 

(i)  The  borrower’s  responsibility  to  inform 
his  or  her  lender  immediately  of  any  change 
of  name,  address,  telephone  number,  or 
Social  Security  number; 

(ii)  The  borrower's  ri^t  to  deferment, 
cancellation  or  postponement  of  repayment, 
and  the  procedures  for  obtaining  those 
benefits; 


(iii)  The  borrower’s  responsibility  to 
contact  his  or  her  lender  in  a  timely  manner, 
before  the  due  date  of  any  payment  he  or  she 
cannot  make;  and 

(iv)  The  availability  of  forbearance  under 
the  circumstances  and  procedures  described 
in  34  CFR  Part  682; 

(3)  Provide  to  the  borrower — 

(i) (A)  General  information  on  the  average 
indebtedness  of  student  borrowers  who  have 
obtained  GSL  or  SLS  program  loans  for 
attendance  at  that  institution  and  the  average 
amount  of  a  required  monthly  payment  based 
on  that  indebtedness;  or 

(B)  The  estimated  balance  owed  by  the 
borrower  on  GSL  or  SLS  loans,  and  die 
average  amoimt  of  a  required  monthly 
payment  based  on  that  balance;  and 

(ii)  Detailed  information  regarding  the 
consequences  of  the  failure  to  repay  the  loan, 
including  a  damaged  credit  rating  for  at  least 
7  years,  loss  of  generous  repayment  schedule 
and  deferment  options,  possible  seizure  of 
Federal  and  State  income  tax  refunds  due, 
liability  for  collection  costs,  possible  referral 
of  the  account  to  a  collection  agency, 
garnishment  of  wages  if  the  borrower  is  a 
Federal  employee,  and  loss  of  eligibility  for 
further  Federal  Tide  IV  student  assistance. 

(4)  Review  the  repayment  options  [e.g., 
loan  consolidation,  refinancing)  available  to 
the  borrower; 

(5)  Explain  the  sale  of  loans  by  lenders  and 
the  use  of  lenders  of  outside  contractors  to 
service  loans;  and 

(6)  Provide  general  information  on 
budgeting  of  living  expenses  and  other 
aspects  of  personal  financial  management 

(b)  As  part  of  the  exit  counseling  provided 
to  a  GSL  or  SLS  borrower — 

(1)  The  counseling  activities  described  in 
paragraph  (a)  for  the  initial  loan  counseling; 

(i)  Provide  a  sample  loan  repayment 
schedule  based  on  the  borrower's  total  loan 
indebtedness  for  attendance  at  that 
institution; 

(ii)  Provide  the  name  and  address  of  the 
borrower's  lenderfs)  according  to  the 
institution's  records;  and 

(iii)  Provide  guidance  on  the  preparation  of 
correspondence  to  the  borrower's  lender(s) 
and  completion  of  deferment  forms;  and 

(16)  Use  available  audio-visual  materials, 
such  as  videos  and  films,  to  enhance  the 
effectiveness  of  its  initial  and  exit  counseling. 

PART  682— GUARANTEED  STUDENT 
LOAN  AND  PLUS  PROGRAMS 

10.  The  authority  citation  for  Part  682 
continues  to  read  as  follows: 

Authority.  20  U.S.C.  1071  to  1067-2,  unless 
otherwise  noted. 

11.  A  new  S  682.104  is  added  to  read 
as  follows: 

§  682.104  Appifeability  of  regulations  to 
the  Supplemental  Loans  for  Students 
Program. 

The  Supplemental  Loans  for  Students 
(SLS)  program  is  a  continuation  of  the 
portion  of  the  predecessor  PLUS 
Program  that  provided  for  loans  to 
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student  borrowers.  Accordingly,  the 
provisions  of  the  regulations  in  this  part, 
Part  600,  and  Part  668,  applicable  to 
loans  made  to  students  under  the  PLUS 
Program  apply  to  loans  made  under  the 
SLS  Program,  except  where  inconsistent 
with  the  Act 

(Authority:  (20  U.S.C.  1078-1, 1082)) 

12.  Section  682.410  is  amended  by 
removing  the  word  “and”  at  the  end  of 
paragraph  (c](l)(i)(B),  by  removing  the 
period  at  the  end  of  (c)(l)(ii](B)  and 
adding  in  its  place  “and”,  by  adding  a 
new  paragraph  (c)(l)(iii],  and  by  revising 
the  citation  of  legal  authority  to  read  as 
follows: 

§  682.410  Fiscal,  administrative,  and 
enforcement  requirements. 

«  *  *  *  * 

(c)  *  *  * 

(iii)  Each  participating  school,  located 
in  a  State  for  which  the  guarantee 
agency  is  the  principal  guarantee 
agency,  that  has  a  fiscal  year  default 
rate,  as  defined  in  34  CFR  668.15  for 
either  of  the  two  immediately  preceding 
fiscal  years,  as  defined  in  §  668.15  that 
exceeds  15  percent,  unless  the  school  is 
the  subject  of  an  action  taken  by  the 
Secretary  under  Part  668  by  reason  of  its 
fiscal  year  default  rate. 

*  *  «  *  * 

(Authority:  20  U.S.C.  1078, 1078-1, 1062, 1094, 
1097) 

13.  Section  682.411  is  amended  by 
reviewing  paragraph  (h)  to  read  as 
follows: 

§662.411  Dus  diligence  by  lenders  In  the 
collection  of  guarantee  agency  loans. 

*  «  *  *  * 

(h)  If  the  agency  that  guaranteed  the 
loan  offers  preclaims  assistance,  the 
lender  shall  request  that  assistance 
within  10  days  of  the  date  that 
assistance  is  first  available  from  the 
agency,  and  shall  simultaneously  notify 
the  school  for  attendance  at  which  the 
loan  was  made  of  the  request  by 
providing  the  school  with  a  copy  of  that 
request,  or  by  other  means. 

«  •  *  *  * 

14.  Section  682.604  is  amended  by 
revising  the  section  heading,  by  adding 
new  paragraphs  (f),  (g),  and  (h),  and 
revising  the  authority  citation  to  read  as 
follows: 

§  682.604  Processing  the  borrower’s  loan 
proceeds  and  counseling  borrowers. 

*  *  «  *  • 

(f)  Initial  counseling.  (1)  Except  in  the 
case  of  a  correspondence  school,  a 
school  shall  conduct  in-person  loan 
counseling  with  each  GSL  and  SLS 
borrower.  In  each  case,  the  school  shall 
conduct  this  counseling  prior  to  the 


release  of  the  first  disbursement  of  the 
proceeds  of  the  first  GSL  or  SLS  loan 
made  to  the  borrower  for  attendance  at 
the  school.  A  correspondence  school 
shall  provide  the  borrower  with  written 
counseling  materials  by  mail  prior  to 
releasing  those  proceeds. 

(2)  In  conducting  the  initial  counseling 
the  school  must — (i)  Emphasize  to  the 
borrower  the  seriousness  and 
importance  of  the  repayment  obligation 
the  borrower  is  assuming; 

(ii)  Describe  in  forceful  terms  the 
likely  consequences  of  default,  including 
adverse  credit  reports  and  litigation,  and 

(iii)  In  the  case  of  a  borrower  of  a  GSL 
or  SLS  program  loan  (other  than  a  loan 
made  or  originated  by  the  school]  for 
enrollment  in  an  undergraduate  non¬ 
baccalaureate  degree  program  designed 
to  prepare  students  for  a  particular 
vocational,  trade,  or  career  field, 
emphasize  that  the  borrower  is 
obligated  to  repay  the  full  amount  of  the 
loan  even  if  the  borrower  does  not 
complete  the  program,  is  unable  to 
obtain  employment  upon  completion,  or 
is  otherwise  ^ssatisfied  with  or  does 
not  receive  the  educational  or  other 
services  that  the  borrower  purchased 
from  the  school. 

(3)  Additional  matters  that  the 
Secretary  recommends  that  a  school 
include  in  the  initial  counseling  session 
or  materials  are  set  forth  in  Appendix  D 
to  34  CFR  Part  668. 

(g)  Exit  counseling.  (1)  A  school  shall 
conduct  in-person  exit  counseling  with 
each  GSL  and  SLS  borrower  shortly 
before  the  borrower  ceases  at  least  half¬ 
time  study  at  the  school,  except  that — 

(1)  In  the  case  of  a  correspondence 
school,  the  school  shall  provide  the 
borrower  with  written  counseling 
materials  by  mail  within  30  days  after 
the  borrower  completes  the  program; 
and 

(ii)  If  the  borrower  withdraws  fit)m 
school  without  the  school's  prior 
knowledge,  or  fails  to  attend  an  exit 
counseling  session  as  scheduled,  the 
school  shall  mail  written  counseling 
material  to  the  borrower  at  the 
borrower’s  last  known  address  within  30 
days  after  learning  that  the  borrower 
has  withdrawn  fi^m  school  or  failed  to 
attend  the  scheduled  session. 

(2)  In  conducting  the  exit  counseling 
the  school  must — 

(i)  Provide  the  borrower  with  general 
information  with  respect  to  the  average 
indebtedness  of  the  students  who  have 
obtained  GSL  or  SLS  program  loans  for 
attendance  at  the  school; 

(ii)  Inform  the  student  as  to  the 
average  anticipated  monthly  repayment 
for  those  students  based  on  that  average 
indebtedness; 


(iii)  Review  for  the  borrower  available 
repayment  options  {e.g.,  loan 
consolidation,  refinancing); 

(iv)  Suggest  to  the  borrower  debt 
management  strategies  that  the  school 
determines  would  best  facilitate 
repayment  by  the  borrower,  and 

(v)  Include  the  matters  described  in 
paragraph  (f)(2)  of  this  section. 

(3)  Additional  matters  that  the 
Secretary  recommends  that  a  school 
include  in  the  exit  coimseling  session  or 
materials  are  set  forth  in  Appendix  D  to 
Part  668. 

(4)  The  school  shall  maintain  in  the 
student  borrower’s  file  documents 
substantiating  the  school’s  compliance 
with  paragraphs  (f)-(g)  of  this  section  as 
to  that  borrower. 

(Authority:  20  U.S.C  1077, 1078, 1078-1, 1082. 
1085, 1092, 1094) 

14.  Section  682.605  is  amended  by 
revising  paragraph  (a)  to  read  as 
follows: 

§  682.60$  Determining  the  date  of  a 
student’s  withdrawal. 

(a)  Purpose.  This  section  establishes 
rules  for  how  a  school  shall  determine 
the  withdrawal  date  for  a  student  to 
whom  or  on  whose  behalf  a  loan  has 
been  made  under  this  part,  for  the 
purpose  of  reporting  to  the  lender  the 
date  that  the  student  has  withdrawn 
from  the  school  and  for  determining 
when  a  refund  must  be  paid  under 
§  682.607  of  this  part. 

*  *  *  «  * 

15.  Section  682.606  is  revised  to  read 
as  follows: 

§  682.606  Refund  policy. 

(a)  A  school  participating  in  the  GSL, 
SLS,  or  PLUS  Loan  Program  shall  use  a 
pro  rata  refund  policy,  as  defined  in 
paragraph  (c)  of  this  section,  under 
which  the  school  shall  make  a  refund  of 
imeamed  tuition,  fees,  room  and  board, 
and  other  charges  to  a  student  who 
received  a  GSL  or  SLS  Program  loan,  or 
whose  parent  received  a  PLUS  Program 
loan  on  behalf  of  the  student,  if  the 
student — 

(1)  Does  not  register  for  the  period  of 
attendance  for  which  the  loan  was 
intended;  or 

(2)  Withdraws  or  otherwise  fails  to 
complete  the  period  of  enrollment  for 
which  the  loan  was  made. 

(b)  'The  school  shall  provide  a  written 
statement  containing  its  pro  rata  refund 
policy,  together  with  examples  of  the 
application  of  this  policy,  to  a 
prospective  student  prior  to  the 
student’s  enrollment,  and  shall  make  its 
policy  known  to  currently  enrolled 
students.  The  school  shall  include  in  its 
statement  the  procedures  that  a  student 
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must  follow  to  obtain  a  refund. 

However,  the  school  shall  pay  ^ 
portion  of  a  refund  aBocaMe  to  Ate 
student's  GSL,  SLS.  (vPLUS  program 
loans  whether  or  not  Ae  stwfent  MIows 
those  procedures.  If  die  school  chemges 
its  ref^d  policy,  it  shall  ensure  that  all 
students  are  made  aware  of  the  new 
policy. 

(c)(1)  "Pro  rata  refund,”  as  used  in 
this  section,  means  a  refund  of  that 
portion  of  the  tuition,  fees,  room  and 
board,  and  other  charges  assessed  to  de 
student  by  the  school  equal  to  die 
portion  of  the  period  of  enrollment  for 
which  the  student  has  been  charged  that 
remains  on  die  last  recorded  day  of 
attendance  by  the  student,  plus — 

(1)  A  reasonable  administrative  fee 
not  to  exceed  the  lesser  of  5  percent  of 
the  tuition,  fees,  room  and  brard,  and 
other  charges  assessed  the  student,  or 
$100;  and 

(ii)  Charges  authorized  by  paragraph 
(c)(S)  of  this  section. 

(2)  For  purposes  of  paragraph  (c)(1)  of 
this  section,  in  the  case  of  a  program 
that  is  measured  in  credit  hours,  "the 
portion  of  the  period  of  enrollment  for 
which  the  student  has  been  charged  that 
remains”  is  determined  by  dividing  the 
total  number  of  weeks  comprising  the 
period  of  enrollment  for  wbdch  the 
student  has  paid  into  the  number  of 
weeks  remaining  in  that  period  as  of  the 
last  recorded  day  of  attendance  by  the 
student. 

(3)  For  purposes  of  paragraph  (c)(1)  of 
this  section,  in  the  case  of  a  program 
that  is  measured  in  clock  hours,  ”tiie 
portion  of  the  period  of  enrollment  for 
which  the  student  has  been  charged  that 
remains”  is  determined  by  divid^  the 
total  clock  hours  comprising  the  period 


of  enrollment  for  which  the  student  has 
paid  into  the  number  of  clock  hours 
remaining  te  be  completed  by  the 
student  in  that  pmiod  as  of  the  last 
recorded  day  of  attendance  by  die 
student 

(4)  For  purposes  of  paragraph  (c)(l}  of 
this  section,  in  the  case  of  a 
correspondence  program,  ”the  portion  of 
the  period  of  enndhnent  for  wMch  the 
student  has  been  charged  diat  remains” 
is  determined  by  divichng  the  total 
number  of  lessons  comprising  the  period 
of  enrollment  for  which  the  student  has 
paid  into  the  total  number  of  such 
lessons  not  submitted  by  the  student 

(5)  A  school  may  require  diat 
equipment  issued  to  tlm  student  by  the 
school  that  the  school  would  reissue  to 
another  student  be  returned  by  a 
student  once  the  school  determines  diat 
the  borrower  has  withdrawn,  if  the 
school  makes  a  written  request  for  that 
return  that  is  received  by  the  student 
within  10  days  of  the  date  of  that 
determination.  If  the  school  notified  the 
student  in  writing  prior  to  enrollment 
that  return  of  the  specific  equipment 
involved  would  be  required  if  the 
student  withdrew,  the  school  may 
deduct  from  the  refimd  owed  under  this 
section  the  documented  cost  to  the 
school  of  that  equipment  if  the  student 
fails  to  return  it  within  10  days  of  the 
date  of  the  student's  receipt  of  the 
request  fi^m  the  school.  However,  the 
school  may  not  delay  its  pa3nnent  of  a 
refund  to  a  lendm*  under  §  682.607  by 
reason  of  this  process. 

(AttUlorhy:  20  U.S.C.  1078, 1078-1. 1078-2, 
1082, 1094) 

16.  Section  682.607  is  amended  by 
revising  paragraph  (c)  to  read  as 
follows: 


§682.607  Payment  of  a  refund  to  a  lender. 
***** 

(c)  Timely  payment  A  school  shaB 
pay  a  refimd  tiiat  is  due — 
fl)  Vlfithin  30  days  after  the  earliest  of 
the — 

(1)  Student’s  withdrawal  as 
determined  under  }  682.605  (bKlXO  or 
(b)(3): 

(ii>  Ex|uration  oi  the  semester  in 
whi^  the  student  withdrew,  as 
determined  und^  i  682j605(bKl)(ii);  or 
(iii)  Expiratirm  of  the  period  of 
enrollment  for  whidi  the  loan  was 
meide:  ot 

(2)  In  the  case  of  a  student  who  does 
not  return  to  school  at  the  expiration  of 
an  approved  leave  cd  absence  und«r 

§  682.605(c),  within  30  days  after  the  last 
day  of  that  leave  of  absence. 

17.  Section  682.610  is  amended  by 
adding  a  new  paragraph  (f)  to  read  as 
follows: 

§682.610  Records,  reports,  and 
inspection  requirentents  for  participating 
sdwols. 

***** 

(f)  Information  sharing.  Upon  request, 
a  schod  shall  i^romptly  provide  a  lender 
or  guarantee  agency  with  any 
information  it  has  respecting  the  last 
known  address,  employer,  and  employer 
address  of  a  borrower  who  attends  or 
has  attended  the  school. 

(Authority:  20  US.C.  107a  1078-1. 1078-2, 
1082,1094) 

Appendix  A  {Removed] 

18.  Appendix  A  is  removed. 
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